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SUBJECT: OIL EXPLORATION OPERATIONS IN DISPUTED SEA SHELF 

1. GERONIMO VELASCO, PRESIDENT OF PHILIPPINE NATIONAL OIL 
COMPANY (PNOC) APPROACHED ME DEC 23 CONCERNING OIL 
EXPLORATION OPERATIONS IN DISPUTED SEA SHELF AREAS WEST 

OF PALAWAN. VELASCO SAID THAT PNOC HAS CONCLUDED CONTRACT 
WITH SWEDISH FIRM, PART OF S ALIEN GROUP, TO CONDUCT SUCH 
OPERATIONS IN REED BANK AREA, WHICH IS CLAIMED BY 
PHILIPPINES, CHINA AND VIET-NAM. THIS GROUP, IN TURN, HAS 
SOUGHT TO ASSOCIATE EITHER GULF OIL OR OCCIDENTAL PETROLEUM 
WITH IT IN ENTERPRISE. 

2. ACCORDING TO VELASCO, SWEDES HAVE BEEN TOLD BY GULF 
THAT U.S. DEPARTMENT OF STATE HAS " DISCOURAGED" PARTICIPATION 
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BY U.S. FIRMS IN THIS AREA BECAUSE OF ITS DISPUTED STATUS. 
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VELASCO ASKED IF I COULD CONFIRM THIS STATEMENT. 

3. 1 SAID I WAS UNAWARE OF ANY CONVERSATIONS BETWEEN STATE 
AND GULF ON THIS SUBJECT. HOWEVER, I POINTED OUT THAT 
MOST U.S. OIL COMPANIES SEEK GUIDANCE FROM USG ON MATTERS 
OF THIS SORT. IT WAS POSSIBLE, THEREFORE, THAT STATE HAD 
DISCUSSED DISPUTED NATURE OF AREA WITH GULF AND HAD 
INFORMED THE COMPANY THAT USG COULD OFFER NO RPT NO 
ASSURANCES OF PROTECTION IF GULF JOINED IN OPERATIONS THERE. 

4. VELASCO SAID PHILIPPINES HAD INFORMED CHINESE "IN 
PEKING" OF INTENTIONS TO OPERATE IN AREA AND CHINESE "SAID 
NOTHING." I SAID I WAS INTERESTED IN THIS FACT, BUT ASKED 
WHETHER SUBJECT HAD ALSO BEEN DISCUSSED WITH HANOI. VELSACO 
SHOOK HIS HEAD NEGATIVELY. 

5. 1 THEN EXPRESSED SOME SURPRISE THAT SWEDISH GROUP 
SEEMED PREPARED TO RISK OPERATION IN THIS AREA AND ASKED 
WHETHER SWEDES HAD HELD ANY DISCUSSIONS WITH PEKING AND 
HANOI. VELASCO SAID HE DIDN'T KNOW. 

6. CONVERSATION CONCLUDED WITH MY REITERATION OF FACT THAT 
U.S. CONSIDERED REED BANK TO BE DISPUTED TERRITORY AND THAT 
STATE DEPARTMENT WOULD DOUBTLESS POINT OUT THIS FACT, AND 
ITS IMPLICATIONS, TO ANY U.S. OIL COMPANY WHICH APPROACHED 
IT FOR GUIDANCE ABOUT OPERATIONS IN THAT AREA. VELASCO 

DID NOT PUSH SUBJECT FURTHER. 

7. ACTION REQUESTED: PLEASE REPORT ANY CONVERSATIONS 
DEPARTMENT MAY HAVE HAD WITH U.S. OIL COMPANIES ON THIS 
SPECIFIC SUBJECT. PLEASE ALSO ADVISE ANY INFORMATION 
AVAILABLE TO WASHINGTON OR STOCKHOLM CONCERNING SWEDISH 
INTENTIONS TO OPERATE IN THIS AREA. 

UNQUOTE 

SULLIVAN 
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